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John E. Dougherty 
PO Box 501 
Rimrock, AZ 86335 
Complainant & Intervenor 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

BOB STUMP-Chairman 
GARY PIERCE 
BOB BURNS 
SUSAN BITTER SMITH 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION OF 
MONTEZUMA RIMROCK WATER COMPANY, 
LLC FOR APPROVAL OF FINANCING TO 
INSTALL A WATER LINE FROM THE WELL ON 
TIEMAN TO WELL NO. 1 ON TOWERS 

IN THE MATTER OF THE APPLICATION OF 
MONTEZUMA RIMROCK WATER COMPANY, 
LLC FOR APPROVAL OF FINANCING TO 
PURCHASE THE WELL NO. 4 SITE AND THE 
COMPANY VEHICLE. 
~ 

IN THE MATTER OF THE APPLICATION OF 
MONTEZUMA RIMROCK WATER COMPANY, 
LLC FOR APPROVAL OF FINANCING FOR AN 
8,000-GALLON HYDRO-PNEUMATIC TANK 

IN THE MATTER OF THE RATE 
APPLICATION OF MONTEZUMA RIMROCK 
WATER COMPANY, LLC. 

JOHN E. DOUGHERTY, 
COMPLAINANT, 
V. 
MONTEZUMA RIMROCK WATER 
COMPANY, LLC, 
RESPONDENT. 

W-04254A-12-0204 

W-04254A-12-0205 

W-04254A-12-0206 

W-04254A-12-0207 

W-04254A-11-0323 
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IN THE MATTER OF THE APPLICATION OF 
MONTEZUMA RIMROCK WATER 
COMPANY, LLC FOR APPROVAL OF A 
RATE INCREASE. 

W-04254A-08-0361 

IN THE MATTER OF THE APPLICATION OF 
MONTEZUMA RIMROCK WATER 
COMPANY, LLC FOR APPROVAL OF A 
FINANCING APPLICATION. 

W-04254A-08-0362 

MOTION TO BAR 
RATE APPLICATION 

On April 12,2013, the Company filed a Notice of Filing Rate Application. 

The application violates ARS S40-301 and ARS S40-302 because the Company has 
already entered into the Capital lease agreements for the Arsenic Treatment Building and 
the Arsenic Treatment Facility and is now seeking to have these agreements approved 
more than a year after the leases were executed. 

Montezuma has installed and is operating the equipment acquired through the leases and 
has been making monthly payments to the two leasing companies since May 20 12. 

There is no provision in ARS S40-301 and ARS S40-302 for a public service corporation 
to receive retroactive approval to acquire long-term debt. 

Therefore, Montezuma’s Rate Application violates statute and should be barred. 

MEMORANDUM OF POINTS AND AUTHORITIES 

Montezuma violated Commission Orders bv hiding capital leases 

The true and complete Capital lease agreements with Nile River Leasing and Financial 
Pacific Leasing were not disclosed to the Commission at the time they were signed on or 
about March 22,2012. Copies of the true and complete leases obtained through 
Commission subpoenas are attached herewith. (Exhibit 1 )  

Rather, on April 13,2012, Montezuma docketed in W-04254A-08-0361,0362 two 
incomplete and fraudulent leases dated March 16,2012 that were signed by Ms. Olsen, 
individually, rather than the Company. Both leases were purportedly with Nile River 
Leasing. (Exhibit 2) 

The Company argued in an April 27,2012 Legal Brief in W-04254A-08-0361,0362 that 
Commission approval was not required for the Nile River lease agreements signed by Ms. 
Olsen, acting individually, because she was not a public service corporation. (Wiley 
Legal Brief, April 27,2012, Page 2, Line 8) 
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Montezuma, however, knew and failed to disclose, that the purported agreements signed 
by Ms. Olsen were not the true and effective lease agreements. The Company knew that 
Montezuma, rather than Ms. Olsen, had signed the March 22, 2012 Capital lease 
agreements with Nile River and Financial Pacific. 

Montezuma, which was represented by Counsel, also knew that three Procedural Orders 
issued by this court on Jan. 4, March 12 and April 9,2012 in Docket W-04254A-08-0361, 
0362 required that the lease agreements signed by the Company be disclosed. 

But Montezuma chose to ignore the Court’s explicit orders and hide the fact that 
Montezuma had signed Capital leases. This devious and illegal action was done to 
circumvent Drier approval for the Capital leases under ARS S40-301 and ARS S40-302. 

A year later, Montezuma is now seeking retroactive approval for the March 22,201 2 
Capital leases that it secretly signed and then hid from the Commission. 

Such illegal and devious action cannot be tolerated in a Commission that operates under 
the Rule of Law. (See IntervenorlComplainant’s Motion for Partial Summary Judgment, 
April 15,2013) 

Montezuma fails to provide the true and complete lease an-eements in Rate Application 

The Company’s rate application does not include the true and complete Capital lease 
agreements entered into by the Company with Nile River and Financial Pacific. 

Despite the fact that Intervenor/Complainant in March 20 13 provided the Company the 
full and complete lease agreements and supporting documentation obtained through 
subpoenas issued to Nile River and Financial Pacific, the Company continues to docket 
incomplete and fraudulent lease agreements. 

Nile River Lease 

Montezuma includes in its Rate Application for the Arsenic Building an incomplete copy 
of the March 22,2012 lease agreement signed by the Company and Nile River. (Exhibit 
3) 

The Company failed to include “Rider 2” of the agreement, apparently in an effort to 
convince the Commission that the Nile River lease is not a Capital lease. (Rider 2 is 
included in Exhibit 1) 

Montezuma Counsel states in Footnote 1 on Page 1 of its Notice of Filing Rate 
Applications that “MRWC does not believe the Nile River lease qualifies as a capital 
lease, but the Company is willing to submit that lease to the Commission for review and 
approval.” 
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The reason why the Company failed to include “Rider 2” of the lease agreement in its 
Rate Application becomes obvious when the Rider is analyzed. 

Rider 2 provides Montezuma with an Option to Purchase the Arsenic Building for $1 at 
the end of the lease. 

Accounting Standards Codification (“ASC”), a codification of Generally Accepted 
Accounting Principals (“GAAP”), provides under ASC 840 a test for whether a lease 
is a Capital lease or an Operating lease. Under the ASC 840 if a lease satisfies any 
one of four criteria, it is a Capital lease. The considerations are (1) the lease conveys 
ownership to the lessee at the end of the lease term; (2) The lessee has an option to 
purchase the asset at a bargain price at the end of the lease term; (3) the term of the 
lease is 75 percent or more of the economic life of the asset; and (4) the present value 
of the rents, using the lessee’s incremental borrowing rate, is 90 percent or more of 
the fair market value of the asset. 

Therefore, the March 22,2012 lease between Nile River and the Company is a Capital 
Lease because it provides the Company with an option to purchase the building for $1 at 
the end of lease period, thereby meeting ASC 840 Criteria (2). 

Financial Pacific Lease 

Montezuma does not dispute that the Financial Pacific agreement is a Capital lease. 

“The Company acknowledges the lease agreement with Financial PaciJic is a 
capital lease and that the Company should have sought approval of that lease 
from the Commission. ” (Page 11, Line 11-13, Answer to Amended Formal 
Complaint, March 18,201 3) 

In its April 12,201 3 Rate Application, Montezuma, however, included an unauthorized 
version of the Capital lease agreement with Financial Pacific rather than the true and 
correct lease agreement. (Exhibit 4) 

On the first page of the Company’s purported Financial Pacific lease, beneath the 
signature line for Patricia D. Olsen, is the typewritten date “5/2/2012”. This is the date 
Montezuma Counsel asserts is the effective date of the Financial Pacific lease. 

On March 7,2013, Financial Pacific’s legal department stated in a letter to 
Intervenor/Complainant in response to a Commission subpoena that the lease agreement 
with the date “5/2/2012” “appears to be an unauthorized modified version of the original.” 

The Financial Pacific further states: “We did not type the date of 5/2/20 12 on this 
agreement.” Financial Pacific also states “the lease was actually dated March 22, 2012.” 
(Exhibit 5). 
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The reason Montezuma is continuing to assert that the Company signed the Financial 
Pacific Capital lease agreement on May 2, 2012 is to put the date of the agreement after 
the April 30,20 12 Procedural Conference when the Company’s leasing plans were 
discussed. 

During the April 30,2012 Procedural Conference, the Company did not disclose the fact 
that it had entered into Capital leases with Nile River and Financial Pacific and, instead, 
was continuing to assert that the only lease agreements in place were those between Ms. 
Olsen, individually, and Nile River. 

In fact, discussion during the Procedural Conference focused on the Company’s proposed 
“Water Services Agreement”, which Staff had determined was a Capital lease. The Water 
Services Agreement was the proposed mechanism whereby Ms. Olsen would sublease the 
Arsenic building and the Arsenic equipment to her Company that she had, inturn, 
personally leased from Nile River under the purported March 16, 20 12 lease agreements. 

During the conference, Montezuma counsel stated he would either submit a Water 
Services Agreement as a Capital lease for review by the Commission staff, or a revised 
version as an operating lease. Staff also stated that it had an outstanding Data Request to 
the Company for information related to the Water Services Agreement. 

As the record clearly shows, Montezuma never submitted or docketed the Water Services 
Agreement for further review. Nor did Staff ever demand that Montezuma produce the 
information related to the Water Service Agreement sought in its Data Request. 

The reason is now clear. 

Montezuma had already secretly entered into Capital leases with Nile River and Financial 
Pacific and is now seeking retroactive approval without a legal basis. 

Applicable Law 

ARS S40-301 states, “The power of public service corporations to issue stocks and stock 
certificates, bonds, notes and other evidences of indebtedness.. .is a special privilege, the 
right of supervision, restriction and control of which is vested in the state, and such 
power shall be exercised as provided by law and under rules, regulations and orders of 
the commission.” 

ARS S40-301 (B) states, “A public service corporation may issue.. .other evidence of 
indebtness.. .when authorized bv an order of the Commission.” 

Montezuma signed the March 22,2012 Capital lease agreements with Nile River and 
Financial Pacific without an order of the Commission authorizing the Company to do so. 

ARS S40-302 (A) states, “Before a public service corporation issues.. .other evidences of 
indebtedness, it shall first secure from the commission an order authorizing such issue.. .” 
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Montezuma signed the March 22,2012 Capital lease agreements with Nile River and 
Financial Pacific without first securing from the Commission an order authorizing it to do 
so. 

Conclusion 

Montezuma is attempting to whitewash its intentional deception of this Court when it 
secretly entered into two capital leases on March 22,2012 and then refused to disclose 
these leases in direct violation of three Procedural Orders. 

Montezuma not only hid the Nile River and Financial Pacific Capital leases, it docketed 
fraudulent lease agreements purportedly showing that Ms. Olsen had signed leases to 
obtain the Arsenic Building and Arsenic Facility rather than the Company.' 

Montezuma Counsel then argued before this Court that the Commission had no authority 
to review the lease agreements signed by Ms. Olsen. 

Now, a year later, Montezuma is seeking retroactive approval of the Capital leases it hid 
from the Commission. Even now, the Company continues to docket incomplete and 
unauthorized versions of the Capital leases. 

Finally, Montezuma does not provide a legal basis in its Financing Application for 
obtaining retroactive Commission approval for the Capital lease agreements. 

Intervenor/Complainant respectfully moves the Commission to bar the Company's 
Financing Application seeking retroactive approval of Capital leases with Nile River 
Leasing and Financial Pacific Leasing. ARS S40-301 and ARS S40-302 require 
approval of Capital leases before the Company signs leases, accepts equipment and 
begins making payments, not after the fact. 

Intervener/Complainant has submitted affidavits from Nile River principle John Torbenson and Nile River administrative assistant 
Robin Richards stating Nile River did not enter into the March 16,2012 lease agreements with Ms. Olsen. (See Exhibit 5 and 6, 
Motion for Partial Summary Judgment, April 15. 201 3 )  
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Copies of the foregoing Mailed/Hand Delivered 
This 1 5'h Day of April, 201 3 to: 

Todd C. Wiley 
3003 N. Central Ave. 
Suite 2600 
Phoenix, AZ 85012 

Janice Alward 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix, AZ 85007 

Patricia D. Olsen, Manager 
Montezuma Rimrock Water Company 
PO Box 10 
Rimrock AZ 86335 

Steve Olea 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix, AZ 85007 

Lyn Farmer 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix, AZ 85007 
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EXHIBIT 1 



. -. . . . . . . .  . . . . .  .- 

Lessor: NlLE RIVER LEASING, L.L.C. 
9526 N. 46TH ST. 
PHOENIX,AZ 85028 
Ph. (480) 607-6800 Toll Free (888) 607-6800 

Lense Number 

. >  &so). 
I 

FuIl Legal Name and Place of Business of Lessee Place of incorporation or organization or, If an 
individua1,locatian of principal residence. . .  .; . . . .  . . . .  > MONTEZUMA RIMROCK WATER COA4F'AIW LLC 

> POBOX10 > 
' < . . '  , . > RIMROCK,AZ 86355 > ARIZONA . ' " . .  , . . .  

Description, Model #, Cntalog #, Serial #, or other Id.entification 
. . . . . . . . . . . . . . . .  . . . . . . .  

Quantity 
Equipment Leased > 1 -ARSENIC BUILDING PLANT 

BUILDING C O N S ~ U ~ O N  WITH ELECTRICAL C O ~ C T I ~ N - S I Z E :  10 x 20 x IoFEET . .: .. . .  
. .  . . . . . . . . . . . . . . . .  Equipment Location >4599 E. GOLDMINE RD., RIMROCK, AZ 86335 . . .  .~ . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  

iPDiffePenO .:: ;.;. .:.',.. :. ' 
Amount of Ench Pnyment (plus Monthly Terms of No. of Advanced. ! :. : 

Terms Sales or Use Tnx, if npplienblc) c] Other. Lease Payments PaymenffSecurity Deposit : 
. .  

> > $342.09 Specify: >36 > 36 >$734.46' 5 
~ ~~~ - ~~~ ~~~ ~~ 

TERMS AM) CONDITIONS OF LEASE 
1. 

2. 
the Equipment has been delivered ond after Lessee it satisfied that the Equipment is satisfactory in every nspeat. Lessee henby nuthorkslessor toinsert intbis Lea& sddal numbers or other 

-. 3 1  - -DIscE~-oFw- S - ~ C I X M S ~ ~ A T I O N O F  REIVIEDIES:THERE%?ZNO W ~ ~ S B r O ~ N B ~ ~ F ~ S S ~ R - ~ s s ~ ~ c ~ o w l ~ s e s ~ d  - 
agrees by llis sigrahlre below as follows: (a) LESSOR MAKES NO WARRANTIBS EITHER EXPRESSED OR IMPLED AS TO THECONDKION OF THE EQUIPMENT; ITS' 
MERCHANTABILITY. ITS FITNESS OR SUITABLITY FOR ANY PARTICULAR PURPOSE, ITS DESIGN, ITS C&AUTY, ITS QUAI,ITY,'OR WITH RESPECT TO ANY 
cW.X€AC~SZC!S OF THE EQWMENT; or)' I;esse~hasfnlyimp~~cted-theEquipmentwlli to.acquireaddkasetdx?sse~ I d  tlieEquiprn~isingo~.conditionand. 
tolessee'scompletesatkfatisfactioo; (c) LesseeleasestheEqnipment"asis"aadwi~alI~u1~ (a) L ~ ~ s p ~ ~ l y a c ~ o w l ~ ~ t b a t t h e ~ u i p ~ e n t j s l ~ e ~ t o ~ ~ ~ s o l ~ ~ ~ r c o ~ ~ ~ ~ ~  
business purposes and not for PSSOM~, family, household, or agricultural purposes; (e) LESSEE SHALL HAW NO REMEDY FOR CONSEQUFHTIAL OR DAMAGES 
AGAINST LESSm'md Q NO DEFECT, DAMAGE, ORUNFITNESS OFTHE EQUIPMENT FOR ANYPURPOSE S H A L L R B L I E V E L E S S E E O F ~ O ~ I G ~ ~ O ~ ~ P A Y R E N .  
RnIEvE LESSEE OF ANY OTER OBLIGATION UNDER THIS LEASE. 

LEASE; Lessee liereby leases 60m Lessor, and Lessor leases to Lessee, the equipment and other property &&bed above, togetliei with any replncemekparts, additions, repairs or 
. . . . . . . . . .  1 . . . . . . . . . . . . .  

ACCEPTANCE OFEQWMEJTL LesSees&~ees to inspect theEqmpment and toexecute an A~owledgementandAcceptaoceo~pmwtby~see.notic~, asprovided byLessor.atler . 
accessok now or Iiereaffer incorporatedk or f i e d l e r e t o  (IiereinafTer referred-to as tlia 'EquipmenC): 

identifying data with regard to the Equipment. , . . , I  . ,.'. , . . .  . .  

. . . . . .  . . . . . . . . . . . .  . . . .  . . .  

. .  

. .  
. . .  . .  . .  

~ . . .  

, .  

... . .: 
. . . . .  

. . . .  

. .  

. . .  
. . . .  

I___ 

. .  

. .  . , !.. 
. . . . .  
. .  

4. ASSIGNMENTBY LESSEE PROHIBITED. WfTHOUTLESSOR'S P R I O R ~ C O N S I J N T . L E s S E E S H w N O T A s s I G N  THISLEASE ORSUBWETHEEQUIPMEKT . 
..I : OR ANY INTEREST TIEREN, OR PLELXE OR TRANSFER TMS LEASE, OR 0"RWISE DISPOSE OF THE EQUPWNTCOVHRED €E@BY. . . .  .... 

5: C O t v l M E N ~ , R P A ~ S : ~ ~ M .  TbisLease sbal l .commenceuponthewn't tenaccephnnher~~~~~d~Itnl1  md.?ipon.rhe~lpifom~&md . 
obsemmcebyLesseeofeachandwerytenn, conditionandcovenantsetfo~in~sLease,anySchedulesheretoimdanyextensionshereof: Rentalpaym~shallbein~.amoun~sdfnquency . . 
as set forth on the kce of this Lease or any Schedules b t o .  In addition to regular rentals, Lessee sball pay to Lessor interimmntfor the usc of theEquipment prior.to the &e date of tbe first . . 
paymatt hterimmntshdl baia anamountequal IO IB0tlIoftbemonthlymtalcntal, multi~iedbythenumberofdayseIapsingbetWeentbe dateiuwhichtbeEqipmentis accepted.byLessee andthe. . . . .  
commencement dateofthislease,togetherwithtbenumbeofdays elapsingbehveen commencementoftheLeaseandthe duedateofthef i rs tpent  Tl1epaymenkofhtedmrshaUbe dueand - . 

such Lease or Schedule has been extended or otherwisemodifid, lessor shnll have no obligation toLessee under this LesseiftheHquipment, for whateverreason,isno~dal~~d tolesseevWin 
. payableuponLessee'srcceiptofinvoioe from Lessor. TherentalperiodundertheLeaseshall t e ~ ~ t e f o ~ o ~ g t h e ~ ~ d ~ o f t b e t e ~ s t a t e d o n t h e f a ~ h s r c o f ~ ~  any Schedulehe'ietounless . . . . . .  

ninety (90) days after Lcssee s i p s  this Lease. 
. 

.. 
. . . .  . . .  I T H I S L E E E i W I T A i ? ~ O K ~ E E B Y r n S Z .  . ,  . 

LES~UNDERSTAMlSANDAC~O~GES7wATNOBROKtiRORSUPPL~~NORANYSALBSMAN,BROICER,QRAGBNTOF~BROKERORSUPPLIER,IS~ANAGENT ' 

OFLESSORORBROKERORSUPPLIER,NORANYSAL~,BROECER,ORAGENT 

6. CHOICEOFLAW. ThisLease shallnotbe effectiveuntilsigned byLessoratitsprinoipal officelisfedabnve, ThisLease shallbeconsidered tohavebeenrnadeintlieS~eo~~naand :.' .. 
shall be i n t ~ r c t e d i n a c c o r e w i t h  tile laws aadregulationsaftlieStateofArimna. t e s s e c a g r e a s ~ j u l d i ~ o ~ ~ t h ~ S ~ t u o € ~ o n ~ i n - ~ ~ a c t i o ~ s u i t ,  arbikatioworproceedingre~ng~ . . 
Lease. In the event of any legal action with regard to the Lease or the Equipment covered hereby, Lesno a p e s  that venue shalt be.mafntained in Mm*copaCounty, Arizona. . . .  ' . .  . . . . . .  
7. SECUUTYDEPOSIT. AssecurityforthepromptandcompletepaymentoftheamountsdueunderthisLeas~aodlessee'scompIeto~~o~~ce'~f~li~obIi~do~nndcrthisLease,and :. . 
any exlension or renewal hereof, Leaseehas depositedwithLessorte amount set fixthinthe seotionshown as"SeeurityDeposit"Iu tlie event any default shall bernadeintbepnforanoe ofany 
Lessee's obligations under this Lease, Lessor shall bavetbe right, but shall not be obIigated, to apply the seourity deposit to tlrc&u.q+fmcl~defiult. Witbin I5 days aRerLessor mails notice to . 
LesseathatLessorbasappliedanyportionofthesecuritydeposit totheamouatofanydekult.Lesseas~lrestoresaidsecuritydeposittothefullaniounts~~ above. Outlie exphtionorearlier : 
termination ormeellation oftllisLeasc,oranyextensionor,rrenewalhereof,providcdLesseehaspaidall ofthemstcalledforandfUll.yperfonnedall otherpmvisionsafthkLeasqLeasor~retucn ' . 

8. LMTEDPREARRANGED AMENDMENT~SPEC~CPOWEROFA1TORNEY. Intbeeventitisneeessarytoamendthe tenddoftheLeasetoreflffitsachan~honeor.mcreofthe: . 
following oonditions: (a) Lessor's notual cost of providing the Equipment to Lessee, or @) A change in rental payments, or (0) Dm'ption ofths Equipment, tben Lessee agrees tbatany.such . -. 
amendmentshall badescnbedinnlener~ornomlesscrto~~, andunlesswithin 15 daysafterthc dnteofsuchletterLessee objwtsin.writingt~Lessor,thisLeaseshaUbedeemedamendedand~~ . . 
amendments shall be incorporated in tbis Lease herein BS If o~iginelly set forth. Less= grants to Lessor a specific power of attorney fM Lessor to usb BS follows: (0 Lessor mdy signpnd fiIe.on .' . 
Lessee's behalf any bcument Lessor deems necessary to perfect or protect Lessor's interest in the Equipment or pursuant to IeUnifom Commercial Codqand (ii) Lessor may sign, endods or , . . 

. 
. . 
: 

to the Lessee my then remaining balnnce of said seouriIy deposit, without interest. Said security deposit may be commingled with Lessor's other funds.. . . .  . . . . . . . . . .  : 

. . . . .  . .  negotiate for Lessor's benefit any instrument representing proceeds from any policy of insurance covering the Equipment. 

new location oftbeEquiprnent. . . . . .  * : .  . . . .  

. . . . . . . . . . .  . .  . . . . . . . . . . . . . . . . . . .  . .  
. 9. LOCATION. The Equipment shall be kept at the location specified above, or, ifnonc is specified, atlessee's addressas setfoitlrabove antlsIidnot.beTcmo.led without Lwsor'sp'or .... 

wn'tten coosent Notwtliit&d%giliiipm&ion, s l i o d i s e e  cliange fie rocation o N i e E q ~ p m e n ~ ~ i t o u f ~ ~ o ~ ~ ~ ~ ~ ~ ~ ~ ~  C o n s e n ~ ~ e n ~ ~ e e ~ ~ ~ e ~ a ~ I ~ ~ ~ d e ~ s s o r ~ t h ~ i e  . . . .  

10. USE LesseeshaU use theEquipment in acarefUlmanner,makeasnecessaryrepnirsntLessee's expense, shallcomplywithall lawsrela~~toilspossesrion,use,ormaintenanoe, and.sbal1 :. - 
notmakeany alterations, additions, or improvements to the Equipmentwithout Lessor'spriorwn'tten consent. All additions, repairs orimprovernentsma& to tbeEquipment sballbelong to'kssor. I . 
I I .  OWN?ZRS~,PERSONALTY. TlieEquipmentis, andshnll remnin, tliepropertyofLessor,andLesseesholl llavenon~ttitle,orint~~tintheEqu'ipmentexcept asexpmslysetforihin . . 
tlus Lease. -.  . 
LESSEE- ACKNOWLEDGEMENTS Lessee ac!&owledges tlie following: (a) Lessee'sfull and-accura 
( )/partnmhip ( 1 /individual ( ); (0) Lessee is (if an o&ion) duIy organized. validly eximbg and 

tllisLease; (b). Lesseck-a.corporation. . .  
ction set fodkonpage one ofthlslerisa. . . .  

WATER COIMPANY LLC . 

Date: 



. .  . . . . . .  ... . .- 

authorization properly given by the Board ofDireoton, tbe Managers, the Mana~UigMember(s) or the Manaf$ngPar!ner(s) of the Compnny, as applkable..h accordancewith the Bylaws 
or otbw orgngkationd documents of the Company, to negotiate execute and deliver on behalf and in the name of this Company, the Commercial Lease, (b);ihat such anlhorization has not 
Seen revoked an&continuesin full force and effect, (0) tliatthe execution of such ifocUments by sool~ officer sliaU be'conclusive evidence of hishera row1 thereof and (d) this Lease and 
such otherdocbents constihite legal and:bindins.obli~tion~oftbe Company, ' I N . ~ ~ E S S - ~ ~ O F ; I ~ v ~ ~ e d ~  narnkas mbdk :oEthcCompany nnkdatc'sscf 

..... 

. . . .  

. .  
. . I  

- .._ 

. -  

. . .  

. .  
. .  

. . .  

. 
. 

. 

12. SURRENDER. By this Lease, Lessee acquires no ownership rights in the Equipment, and has no option to purchase snme unlesssoid option is incorponted herein by an attached Ridor. 
Upon the expiration or earlier terminntion or cancellatio~~ of this Lease, or in the event of a default under Paragraph 20 hueof, Lessee, at ils expense, shall return the Equipment in good repnir, 
ordinary wear a d  tear resulting from proper use tltereof aloncexcepted, by delivering it, packedsnd rmdy fir shipment, to suoh phce asLessor may speoify. 
13. RENEWAL. As the expiration of the Lease, Lessee shall rehrm the Equipment in accordance with Porngraph 12 hereof. At Lessor's option, this Lease may be continued on il monL-to- 
montliljasis until 30days afterLessecretumsUieEquipmenrt0 Lessor. In tl~eeventtl~trI;enseissocontinne~,I;~sseeshal€paytoI;esso~~lsin.~~e samoperiodicamountsasisindicated.~~ertl~e 
section entitled Amount ofEacli Payment above. 

. .'. 15. 'INSURAN'CE,LIENS:TAXES..~sseCsllallprovide~dmaintaiil~nsnrance'a~~nstlos~theft. damage,drdeshuction Utl~eEquip~ent inan~ount~~t less~nn~iefulIrepl~emen~value~ . ' .- . 
ofthe Equipment, with loss payable to tbelmsor. Lessee also SIIZIII provide and maintain comprellensive general all-risk liability insuranq.indudhg but not-limited to product liability coverage;. ' 

result in orliappcninco~ectibnwiththe~ondition,use,oroparationof~heEquipmen~wilhsu~~~limi~~daniasurersatisfa~~ toLessoi.:Elrch policysliall e~resslypmvide'thstsaidinsurance. : 
... as to Lessor and its ossigns shall not beinvalidatedby any act, omission,.orneglect of+ssee end F h o t  be c~ce led~ i thout3Oda~s .p~or .~ t tennot i~  toFessor, As beach policy Lessee shall . . .  
.'oforprovide any insurance c&epgefor tlk?Eqiiipment,or forlessee'sbc~fii  f f ~ s c e  fails tdpTovide the insupnce, Lessor w~llhavelhe &h[, but no ohligatibn. to Iiavesucll:insurancppratffiting. , 

... .jn&in~Les$ofan~Lessee, with a le%!Fbility of inteiest bdo&ement, or its equiVnht; against gyand allloss or liability for all daages,:eithes to persons or.pmper& or othenvise, whiclrmight 

..... fumishto Le~oracettificate offnsurance fm?ithe insurerFwhicli certificate slinU evidenceifie.Es~~~coveraEe iequired by theparagrsRb Lessor sball haveno obligntion to ascertain theexiitenci! 

Lessorbndatlessee'sexpensdSuchplaceinentwill~esiilt in an inMeDs.einLessee'spericdicpd~eni~, tile inr+ase beingskributed tolessor's costsofobtaininBslffihinsu~ceandanyo~tomaly 
chnrges or fees ofLessor's or its designee neociated with such insurance. 

...... 

.: i. 
.... . 

. . . .  . . . . . . . .  ... . . .  . _. . . . .  * .  . . .  : . . . . . .  
Lessee shall keep the Equipment free and clear of all.levie& Siens,and encumbrances. Lessee shall pay all charges and taxes (local, state, and federal) whicbmay now orlierrafterbeimposeduIlon the 
ownership, leasing, rental, sale, purchase, possession, or use of theEquipmenc excluding however. all taxes on or measured byLessor's net income.. IfLessee fails to pay said charges or taxes. -. ~ , .. 

. Lessorsl~aII.~avethengbt, butshallnot beobligated,roppysudi ~~es~~axes~Inthat.~vent~LessorshalImotify~lesseeofs~chpaymeiltandI;esseoShallrepnytoLessor.the costthereof$ht;I5 

. IS. ' 
'limitation. Such indemnification shall s h v e  the expirntion, canwUation. or ~rm~atio~:of~bLeasc,~~esses  waives adyimrnhnilyLes~ea.may11ave under any indushial insmcuact,withregiud 
to indemnification oELessor. 
17. A S S I G ~ ~ ~ ~ S ~ ~ ~ ~ ~ y ~ ~ ~ ~ e ~ f L ~ ~ ~ h ~ l T l ~ v ~ ~ l l ~ f t l ~ ~ ~ ~ b ~ ~ n ~ e ~ f ~ ~ b l i ~ f i ~ ~ ~ ~ a ~ ~ ~ ~ ~ ~ i i ~ ~ ~ ~ c ~ l i ~ l l ~ ~ c ~ ~ ~ d ~ e r e ~ ~ c o ~ ~ e n ~ ~ t o ~ ~ ~ ~ ~ ~ " ~ ~ ~  

. . 
: .. days a h  such notice is mailed to Lcssee, ' . . -. . . . . . . . . . . . . .  - .  . ..>. 

lIiDF,MNlTY. Lessee shall indemnifylessorepinstany claims, actions, damake~oriiabilitiesrincllrding all nttorney'fees inourred out.of or connected *ith the Equipment;w'thout ' ' 

. . .  
.... - - -- _ _  ...... 

' assigmient oftlielleasebyLessor,andsliallnot asnrtagsinsttheassi~eennydefense,:Counterclaim. dritofftbatLesseemayliove.a~nstLe'nor: .Sub jec t to tbe fo rego ing , .~~~e inures t e  . ..... beneEt of and'is binding upon the heirs, d&ees. peponal representntives, snrvivors, sudessorsin interesgmd zsigns ofthe partie her@oj . . . . . .  

the due date thereofuntil paid, at be lesser of the maximum rate of interest allowed bylaw or24%,per anoua 

. 19.:. . .TIME OF ESSENCE. Time is of the ebsence of the Le.ase,.md the provision sIiaIl not be@pliedly w+ed by the acceptence on occasion of late or defective performnce. ..... 

. ?'. . . . . . . .  ..: . - ....... . . . .  '18. S%R@bEcpARGE.~;JNT@3ST. IfLes&&&fail t o m ~ e ~ y p a ~ e n ~ ~ ~ e a ~ ~ ~ e L ~ e ~ i ~  IOdaysof'tileduedatethereo~Lessee s h a l l p a y t o ~ ~ a ~ c ~ . c h a r 5 o f  10% 
:of the'amount due per montI+ minimtun 25.00 for each month that the payment-ha@ deliiqueut. fi.asaddXon, @ssee.s6alCpay to Lessor any acfuaTa&di€iopal'expenses incurredby h o r  in 

. wl lec t ione f fo i i s ,~cIud ing~t .not l im~ied lo lon~da i s~~~~ephonec l~g~ ,and~~ l .~pe~ses .  , ~ ~ e e s l i a I l , ~ y  toLqsoriuter&tonany delinquentpaylnentoram~dueunder.~L~efrom. . . . . . .  . . _ . .  . .  . .  . . .  

20. 
.to observe, keep orperfom any other provision of.t!mLease! andsuch f h i l y  shall y thua fo rape iod  ofl0,dayS or (0) ksseahasmade any,~sleadiin&or false.stafeme'nt in connection with, .. 

. . .  'application €or or perfoimance of the Lease; or (d) TheEquipment or any p&.thereof+haU be subject to any lien, $vy, seizure, assignm&t, transfer, bulk transfer encumbraa'& applioation, , 
attaclimen<execution, sublease or.saie witlioutpriorwrittenconsenfof~~or; o r ~ s c c s h a l t a b ~ d a n ~ l e E q ~ p ~ e n t o r g e r n ? i t ~ o ~ e ~ ~ n t i ~ o ~ e r s o ~ ~ t h o ~ e E ~ ~ e n ~ o u ~ ~ ~  . 

" :w&en coosent ofLessoc or(6)'Lkseedies o r c e a s ~  to E%& &)I,ess~defi&on&y o ~ - ~ ~ ~ k i t i t ~ s w L f f i s o ~ ~ f ~ ~ ~ y ~ ~ ~ r  oftheLease defaults onany obligatim.toL-f; 
or my. to the above Lted events of d e f d  o& with'rcsp~t io zuii y q t d r  di  anpuch &rpto.r 61eg br h$ filed against i ta  petition under the baukxuptcy 

: .21. . REMEDIES: IfLessee is mdefault;Lessor,.with or\uithoutnotice to.Lessee,~sltellliavctheri~ir~ exemise any one 6r more ofikie followingrcmedks, concurrently or sepaiately; and. 
:ivithoutany.eIectionofreme~~ being deemed to.havsbenmadc (a) Lessormayentbupon I;essee'spremises-an&withoutany cou~order.or,otherpiDcws of1aw;mayreposscsr andremove.the 
Equipment. orrender the Equipment unusable without removal. eitherwvith orwithout notice to Lsssec. Ltsses hereby waives any kespess or right ofnction for damages byreason.ofsuoli entry, . 
removal or disabling. Any such repossession shall not ccostitute a termination oftheelease unless Lessor so notifies Lessee inwriting. @) Lessor may require Lessee, at its expense, to relurn the 
Equipment in ggodrepair,.ordinary wear and tearresultingfrom proper use thereof excepted, by delivering it, packed andready for shipment, to such place 85 Lessor may specify; (c). Lessor may. 
cancel or terminate this Lease'and may retain any and all priorpayments paid by Lessee: (d) IAsor may decIare dl sums due and10 become due under the-tease immediately due and payabIe . 

.witlioutnoticeor demand toLessee;'(e) LessormayreleasetheEquipment,~~oufriotice~lessde,to~~rilpnrty, uponsuch teimsand conditionsss~ssoraloneshall determine. ormaysell 
. the Equipment, without notice to Lessee, at prhte  or public sale; at whidll sale Lessor may be the purchaser with respect to any exercise ofLessor of its right to recover and/or dispose of any 

Equipment or other collateral securing Lessee's obligations under this Lease, Lessee aclcnowledges and agrees as follows: (i) Lessor sbd have no obligation. subject to the requirements of 
commercial reasonableness. to clean-uo or othenvise ureoare theEouiument oranv other collateral fordispodtion, 63  Lessor may comply with any applicable state or federal law muirementsin. 

. DEFAULT. Lesseesball be inaefaul8if:(e)~~a6lrallfaiI t o r n ~ a u y F a ~ ~ t d ~ u n d ~ ~ f f ~ t ~ ~ ~  oftliisLeaseforapeodof 10 days fiom theduedate tliereofor@~Legsee.shallfeil 

: . ~ 

. ' couqectionwith nny disposiiion ofthe &pipent pr dth& col&fe{a[ i d  any a&&s taken in,ynection &e.j-ewitli &I1 pot be deemed to!.kveadve&&affectedflie copmercial reasonablwW os 
anybisposiiion ofsuoliEquipment.ando~ otl?cr collateml; .(Q Lcssor mny q u i  fur npd.ryvei frojn &sce'th&pm of all unpaid rentband other payments.dne under ihe Lease hen accrued, all 

, "a~leratedfut~epaymeptS dup.undertlieLease.reduced to tl~eirpr~entvalue~ing~disc$~~rals.o~~%,.as.af$e dateofdefault. pluslessor's estimateat the time thcLesseewasentefd intoof 1.- 
Lessofsresidual interat intlkEquipmcnt, reducedfopfisent vaTuiata&~hunf mteof6%,is o~~edateo~d-~n~~i;essffiendtproceecis of&position,ifhy; oftlie Equipment; (g) Topursueany' 

. other remedy available at law. by slahtte or equity. . . .  . : -  . . . . . . .  i ;  .. . .  . ._ .. ,. : , .  . .  . .  ' 

: .  

... 

I .  .. . .  
. .  . .  
. .  . .  

. .  . . . .  
. .  

... 

. .  

~ 

. .. i 

. .  No fight or remedy herein conferredupp orpseped to Lessof is p~rclusive.pf any otherfiglit-or repedy herein, or by law or by equity provided or permitted. but each shalt be cumulative of every 
, 

. . .  ,other n'ditofremedy givenherein or iowpr l~&@er existihg by Taw $r,quity.:dr$y.st%fc o r % t I ~ ~ ~ s ~  rmd.may$e e@rced concu?r$tl$,therewith orfqm:lime to ' he :  No . . .  single or.partial 

.. exeyjse byLessor of any riglit orremedy hereunder sha& ppdude ~y 0tlier.y futtb? exyd$ofany o t b ~ g & t  ofremedy. . 1.. . . . .  . . ! ,  . .  .. : .  . .  . . . . . .  . .  . .  
.24. 

.23. 
nttomey fees inched at the trial level, including action in bankruptcy cburt on.nppeal or review, orincurred.witliout action, Suits or.proceedings, together.with'al1 cosls and expenses incun'edh 

MUL'MPLELESSEES. Lessor may, with tbe.bnsenrof any one of the Lesseeshenwidet. modify, extend, or change any of the terms hereof without consent or knowledge of the others. . . . . .  . 
3 . . 

. : , . .,~thoutin.~~wayreleasin&waiving O ~ ~ p ~ g a n y n ~ t g M t ~ d t O L e S s ~ a ~ ' ~ t t h B O ~ , ~ .  L e s s e ~  F d  eachofthpn arejointl~;u?ds ,~ual ly  responsibleandli?~!e!oLessorunder~eLease ,. 
: EXPENSE OFENFORCEMENT. In the event of my  legal action with iekpect Wthe Lease, the prevailing pnrtyin any such actionshaU be entitled to reasonable attorney fees, inoluding ' 

' 

. . '  pursuit thereof;. ' 

. .  
. . : . . . .  . .  . >  . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  ..:, .:' . !. . .  . . . .  . . .  . .  

. _  . . .  2& . .."&I&AGREE&,NO O ~ M O D ~ I C A ~ ~ N S ~ . N O l J o : w A r v E n ' ~ ~  h&m~n~donst&.&e e n t ~ o g P e n ~ e n t b e r ; ; e e n ~ o r  aadLesse~.'No.~ro~siop oftheiease'qlidibp. . .. . 
modified orrescinded unless m &itingsign&l by giepresentatiw oflessor. Waiver by Lessor of anyprovision hereof in one insfanice shallnot constitute waiver.as toany other.$stance. . . .  . . . . . . . . . . . . . . .  . . . . .  . .  . . .  . . .  

, . . , 25:-:-1 SEEVE;RAB~TY.-Thif.~eaSe'isintended'tb c o ~ t i t u t e a M l i ~ e n d e ~ ~ ~ ~ l e . l ~ ~ ~ ~ m e n ~ ' ~ ~ , n o ~ ~ o v i $ o n  . . . . .  ofth'is&setha bc d e e m - . ~ e ~ o ~ E ~ b I e ~ i ~ i n ~ ~ w a y i n G a i i d a t e :  .: . . . .  
. . .  . . . . . . . . .  . . . . . . .  an i  d&r provision or provisions hereot all of whicc shall remain &fill force &d effect.' . .  . .  . . ' .  - . I. 

. . . . . . . .  . .  +... . . . . . . . .  . . . . . . .  ;. . . . . .  CEFClZETCATE OE ATJTEORX33' 3 .,, .' . . . . . . . . . . . . .  I 

I I  

>PATRICIA D. OLSEN 

I I  
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. . .  RlDER.MO. 2 .  . 

. .  . .  . . .  .'., . 

. . . .  
..To . ."" and'pac of :Lease Agreement d&e$.aS of th&x day of 'A . ."' '". I-: . , 

. Lease'');'l;eWeen NILE RIVER LEASlNG;CL.C.'it's suceessok and assigns . .  . . . .  rcesso 
'. MONTEZUMA RIMROCK WATER'COMPANY LLC ("Lessee"). . .  ; . .  . .  , . .- . 'I.* ' . .  

Provided .that no 'Default or Event of Default has then occurred, Lessee shall- have the :option to-. 

. "th.an. all of ?ie'Equipment upon the foIloWing terms and conditions: If Lessee'desiras to.exeic.ise this . . .  

. option i€ sliall.give Lessor written notice of its election t6 purchase at least thirty:(3@ days.and not. - : 
more than ninety (90) days before the Termination'Date set forth in the Lease. On-'Che Termination 

Equipment so. purchased, detenpined'Bs hereinaffer provlded. The purchase price. of the Equipment. . 
. shall Be an amount equal to- $ 1.00 together with all t&es and' chaiges upon ..sale.- Lessor:. and .. 

. , . .  

purchase, upon the expiration of the, originaf'term of this Lease ("Termination Date!); all:b.c;".not~less~:. : . . . . . . .  . .  

..: . - 
' - .  . 
. . .  .: - ..... ..- 

Date, Lessee shall pay to Lessor in cash any Rent due on that date plus the purchase price for the 

. Lessee agree. that the purchase price represents a reasonable prediction of the..Fair Markef.,VaIue.of. 
the Equip.m&t at the time the. option is. exercisable, ' ' . . 

. .  ; . . . . . . .  
. .  

. .  . . . .  

. . )  . . . . .  
I .  . . . .  _ I  . . : . :  

. . . . . . . . . . .  . .  
. . . . . . . . . . .  . .  

..... ~. 
. .  . .  . .  

. .  . .  
. . . . . .  

. . .  MONTEZUMA RIMROCK WATERZOMPANY LLC. 
. . .  . . . . . . .  . . .  Lessee. .. ' .  ....... 

. . . . . . .  . . . . . . . .  . .  . . .  

NILE RIVER LEASING, L.L.C. 
. . . . . . .  . .  . . . . .  . . .  . .  . .  . .  I .  .: . .  . Lessor. .: :'. : 

. .  
. . . . . . . . . . . . .  

. . . .  
Title: MANAGING MEMBER. . , .  .... 



-. . . . .  . -  

In the fhtwe, even ifthe equipment fails to perform as expectedor represented, we will continue to honor the above-referenced .: 

manufacturer €or the performance of aIl covepants and warranties..% addition, we agree to indemnify .and hold harmless and 

. .  . .  .:A ... 
. :. '. 

. . :._, 
Lease by continuing to make mrperiodicpapentsh thenormd course of business, and we will 1ooksolely.to €he seller or ; . . .  

defend the Lessor from such nonperformance of all the'aforementioned equipment. 

or fdar i tywi th ,&e conditioning, capacity, functioning, orother charaderistics ofthe equipment. .; ...... :. . .iw.:,. . . . . . . . . . . . . .  . .  

. .  
. .  

. . .  . . . .  . .  .. .v.. : ..... :..... . .  . .  

We acknowledge the Lessor is neither the manufacturer, distributor, or seller of all the equipment and has no control, howledge, 
. . .  - -. . .  

. . . . .  . NOTICE TOTHE LESS= DO NOT SIGN THIS ACCEPTANCE ~ T H E  EQI~PMENT HAS BEEN D ~ R E D ;  , . . :: . I' 

SUPPLIER WILL NOT BE MADE UNTIL THIS NOTICE IS SIGNED AND RETURNED'TOTIB LESSOR;' . . . . . . . . . . .  . . . .  

. .  ASSEMJ3LEDY INSTALLED AND ACCEPTED:BY YOU ASSATISFACTORY IN ALL RESPEC?%: PAYMENT TO . : 
.: . 

...... . . . . . . . .  . . . . .  

- 

i 
j 
I 
i 
! 

. . .  DELIWRY AND ACCEPTANCE CERTIFICATE . . .  . . '  

. . . .  . .  

.. . . . . .  

, Re: M O N T E W  RIMROCK WATER CciR/IpANy LLC 

To Lessor: NEE WR LEASING, L.L.C. . . .  

#installation or other work necessaty prior:to the usetlfereofhasbeen completed;. Said equipment has be'me~aminedand/or. :... .. ..*: ..: ....... 1 

Said equipmenthw been accepfd by the.hdersigned and complies with ell terms oftheLease. : ....... :: . .;. ... ,:: . . . . .  .;:.;- . . . . . . . . . . .  . .  

2 i .  . " 
. 

, ' :.:.: L&eNo*:. ,, .&/ &/. 
. . . . . .  i . _  . . .  

. . .  
. .  

. .  AU.ofthe items referred to in tbabove-referenced Lease have beendelivered to ,Fd have been received by themdersgned. All .'. . .  : 
. . . . . . .  . .. 

. ..tested and.is.in gooa operating oidermid condition, and is in all-respects satisfactory to the undefsigned.and is b represented. :.. . . . .  :. . 'J.... : .::I . .  . 
' . ";I 

p H O M # ( 9 2 4  592-9211 CELL#- 300-3291  

EW Patsy . .@ MontezumaWater.com 
. . . .  . . . .  

, . .  
. .  . . . . .  

. .  I : . .  . .  

. . . .  
. . . .  . .  (title) to verbally . .  I. hereby authorize 

. . . . . .  _ . .  ... -.. . . . . .  :.,,.. . .  . . .  . .  
verify rny/our acceptaqce of.the.above-referenced equipment h my absence, ~ .. 

. _  . .  

PHONE # . .  

... . .  
. . . .  . . . .  38240 . .  , 

. .  

http://MontezumaWater.com


r ,  I I k I 

'Fhis docunrenr i s  ttihject to a security mtemst 
in favor of We& Faqo Capital Fiance, LLC 

LEASE AGREEMENT 

, *  LEASE f 
a GO1hIFMlf Agent for the Secured Partiel 

. 

. . . .  . .  . . . . .  . . . . . . .  . .  . .  
. . . . . . . . .  

. , .  I 

1. VENDOWSUPPLIER 
, .  . .  

..,,; . - . 

EQUIPMENT DESORIPVION ,(Attach separate Equipment List if needed) ' 
. . . . . . .  .-*... . . . .  ,~ ..... r ?  ... - .  . . . .  ..,-I . . . . . . .  :. . . . . . . . . . . . . . .  ... ....,. . . _ I  

_. . . .  

SEE EQUiPMENT LIST 

... . .  ..... . . . . . . .  . .  . , .  , . .  - . .  
WATER COMPANY LLC . 

. .  

- . -  . .  

. .  . .  

. . .  . . . . . . .  . . . . . . . . . .  
. . 8  . . . .  THIS IS A NON-CANCELABLE ,LEA 
, .  

Lessor, hereby Leases to .Lessee,, and Lessee hereby tiires and takes from. Lessor all property described in. this Lease,or hereafter and . . 
made a-,part.hereof.(collectively,..together with.any substiutions ot.replacements thereto, the.'!Equlpnient!'],- - ..... >:: . .-f ..:: ; . .  ,, 

I. ENTIRE AGREEMENT. Thls Lease constlkltes the entlre agreement between Lessor and Lessee. -No"dnl agreement, .guarantee, promlse; :condition,- .. , 

representatlon or warranty shall be binding on Lessor. All prior conversations, agreements or representatlons related here.tc..andLor . . .  to the Equipment . .  are ' 

Integrated herein. No modification hereof shall be binding unless in writing and signed by Lessor. I: . . 

CONTINUED ON FOLLOWING PAGES 

ApP# 488780, I0201 fA Page I of 5 Page Agreement 



2. LESSEE REPRESENTATIONS. Lessee acknowledges that no salesman or agent of the Supplier of the equipment is authorlzed to waive or alter any 
term or condition of thls Lease and no representdon as to the Equipment or any matter by the Supplier shall in any way effect Lessee's duty to pay the 
Lease payments and perform Its other obligations as set forth in thls Lease. Lessee represents that Its exact IegaI name, state of formatlon, 
location of its chief executive office andlor its place of resldence as applicable have been correctly Identiffed to lessor. 
3. STATUTORY FINANCE LEASE. Lessee agrees and acknowledges mat It is the i.ntent of both parties,,tb 918 Lease'that it'quaiify as a statutory I . .  . 
finance kess under Artfcle 2A of the Urdform Cornmerclal Code. Lessee acknowiedgeiand agrees ba t  Lessee has.se1ecte.d both: (l).the Equipment;. . . 
and (2) the Supplier from whom Lessor Is to purchase the Equlpment Lessee acknowledges that Lessor has not partidpated'ln any:way in Lessee's: 

' . THE SUPPLIER CHOSEN BY LESSEE AND:THATLESSEE .SHOLJLD~CONTACT SUCH SUPPLIER FOR.'A:DESGRI,PTION OF. ANYSUCH RIGHTS" 

I 
. 

I. 

:.. ' 
I . .. .. selection ",the Equipment or of the Supplier, and bssor.has nQt selected,,manufaoturd! or supplied.the Equlpment,. :: '-. . ..., , 9 .  . . . : .. . . . . .  
: ~ LESSEE'iS ADViSEdTHAT If MAY HAVE. RIGHTS UNDER"?l-!E~.~ONTRACT EVIDENCING LESSORS.PWRC s E m  THE kciuiprka7: F ~ o M '  .. 

k. ASSlGNkENT BY LESSEE PROHIBITED WHOUT LESS.OR'S'PRIOR WkJUEN CONSENT.. LEFSEE.SHALL:kOT ASSIGN Tk3.LEASE OR: . 
ANY INTEREST'THEREIN, OR SUBLEASE THE EQUIPMENT; ,OR PLEDGE OR TRANSFER THI 

.: 
. 

. . .  
' EQUIPMENT COVERED HEREBY. . 

,., ... 
5: APpiicABiE LAW AND VENUE; ALL MATTERS INVO G 'THE CONSTRUCTION, 'VALID AR ENFORCEMENT OF .. '. 1 

' .. .-THIS LEASE SHALL BE G,OVERNED BY THE LAWS OFITHE'STATE OF: WASHINGTON;.LESSEE CONSENTS'TO.TME .PERS~~L:dU.R.ISalCTlON ' . 
OF THE COURTS OF THE STATE OF WASHINGTON AND AGREES THAT AT LESSOR'S SOLE, OPTION, .JWRISDICTION AND LOCATION FOR 

' ANY DISPUTE, SUIT OR ACTION' ARIS'iNG UN6E.R OR IN 'REhTION TO THE LEASE P;I(ID ALL D.OCWMENFS: EXECUTEd IN"C0NNEC'I;ION 
THEREWITH, SHALL BE IN KING COUNTY, STATE OF WASHINGTON. LESSEE WAIVES THE RIGHT OF JURY TRIAL. LESSOR SHALL HAVE: 
THE OPTION OF COMMENCING'AN ACTION IN.ANY COURT HAVING JURISDICTION OVER THE SUBJECT MATTER. AND PARYES TO THE ' 
TRANSACTION. 
6. NO WARRANTY. Lessor, not being the manufacturer of the equipment, nor'manufadurer's agent, MAKES NO.WARRAMTY OR.REPRESENTATION,: ' . 

AGREED THAT THE EQUIPMENT IS LEASED "AS IS" AND THAT ALL SUCH RISKS, AS BETWEEN.'LESSOR AND LESSEE, ARE TO BE BORNE 
BY LESSEE AT ITS SOLE RISK AND EXPENSE. Lessee accordlngly agrees not to assert any clafm whatsoever against Lessor based thereon. in . 
addition, Le'WS waives any and,'all rights and remedies donferred by UCC:@-508 through 24522, including, BLlr nd. limlted,to;-.L&wee's ,rlgl$ to (a) ; 

.' . cancel or repudiate the Lease; (b)'reject or-revoke acceptance of the Equipment; (c) deduct from rental paymetits ail ocany psid S any:clalm.d damages . 
resulting from Lessor's default under the Lease: (d) recover from Lessor any general, special, incidental. or coriseQuentlal.damages,. far .any. reason 
.whatsoever; -Lessee further waives any and. andghts, now or herreafter,conferred by statute-or otherwise, that may.requlre..Lessor to. sell, re-lease, or 
otherwise use or disoose of the Eaubment in mltlaation of Lessor's damages or that may otherwlse limit OF modify any of Lessor's rights,or remedies 

:- ; 

. . . 

. .  . . .  

EITHER EXPRESS OR IMPLIED, AS TO THE FITNESS FOR A PPRTICULAR USE OR OTEWWISE; QWI:IM,DE~GN,.CONDITIQN, CAPAGITY, 
SUITABILITY, MERCHANTABILiN OR PERFORMANCE OF THE EQUIPMENT 0 R . W  THE MATERIAL OR WORKMANSHIP. THEREOF, IT BEING 

.. 
., . ._ . .~ . .  . . .  

- .  . -  . . . . .  . .  . : .  . .  . . .  hereundir.?. 
.. ' '7. TERM; The initial t e rn  of thls Lease-is set forth- on the first page of-this Lease. Theterm begins. oplhe.earller &.the followirig,dates:. (a) the. date . 

' ._. ' ' Lesee.rkguests Lessortpl ma@ payment to We Suppller; or$) the &xeptance Date, aS.indi&ted o n . ~ . ~ , , l n s p ~ c t l o ~ ~ ~ r l ~ ~ l ~ ~  Chtificare::. , -; - .: ' 

' . 6. END' OF'l%Rd OPTIONS: if'the.op&-i ex&@ and s6 long as no;Event or:Defeult'.exis@; .Lessee may;at:$ie ep'd.o;f,the original orynymtiewal,term, . . 
pur~h&e all '(but not less than al!) tty EqulprnenYt)y p@ng ihg option price set forth ,in the.Schedule. of..Lease. Paynpnts:plws any applicable. +.xes" and . . . .. 

, , .. . feeb. If option price Is designated as a Guaranteed Purchase) Lessee shai!,be requlred to purchase the. Etjuipmenti father than.have;an option: to. do so. : , .. 
'",. If no option priwis indicated, Lesmr will. use its reasonable judgment to deteimine the'Equiprneiifs fair marh~t:~iue~Upon-paymentof the Fair, Market 

'value price and appllcabie %xes and fees, Lessor's Interest in: the .Equipmwit.shail terminah? and Lessse shall.a~cept.the..Equipment. '149 IS, WHERE . :. 
- . .  . . . .  . , , , , ' , ' . .  . .  .:.:.. . .,.. . ,. . , IS" Withoitany representatlon pfwarrantywhatsoever. _,  .I . . 

9. LEASE PAYMENT; .SECURITY -DEPOSk. The lease payments for the 
payments ana shall .mmenqe on %e in(llcated payment.due date linmediately following thi Equlpment Acceptahce:Date..Lesee .shall pay. Les&r sald 
lease paymennts. on or before the due date, at tha M c e  of Lessor 6r tosuch other person or place as Lessor3nay designate ih wrlting. Lessee agrees to 
pay p t i  rata.rental (based & the monthly lease payrrients) for the perldd from the Acceptance Date, to the due date of.the.first payment..SaId pro rata 
rental shall be In sddltion to the first payment and shall be made simultaneously wlth the flmt payment. Prepayments are credited with one payment 

. being .. applied to the first rnonth's.rf%tal.md. any other prepayments. then applled to the last month(s),.rental(s). Any security deposlt: shall.,remah as. 
securify for performan& of all the teFrris.and condfiions' ofthis L&se: In the event any def&ult shall be:made.h:the'perfprinance.of:an$ of'Lessee!s< 
obligations under this Lease, Lesqor shall have the rlght, but shall not be obligated, to apply me security.depasbto the. curing of such defauk. On the 
expiration or earlier termination or cancellation of this Lease, or any extension or renewal hereof, provided,L~ss~hapaid,allof the rental.calledfor.and . . 
fully pedormed all other .pmvlslons of thls'Leasei Lessor Wlll return .to Lessee m y .  then.remalning. balance &-said . s e c u r l t y ; d e p o s i t l ~ i ~ u ~ , . ~ n ~ ~ ~ ~  Said. .. . :. 

10. LATE CHARGES AND COLLECTION CHARGES. A late charge of 10% .ofthe totai.monthly leasapayrnent;. or.$lO, whichever 1s greater,-will be ; . 
.. ... asseed  when..a, payment is not received on or before .the, diie. daje: djlonsi ia"te cjyai-p ,yilt b ~ ,  as.!ayad:f?r. each mor& 'a paymed rsrnalns . . 

unpaid. If Lessee's delinquency requires additional 'collection efforts, a wid-beassesse" in accordance with Lessor's &liection'.charge schedule 
In addition, Lessee shafl be assessed for-any charges levied by an outs ecffon agencwfollowing Lessee's default. ' I' ,' . . . - . . 

"11. LOCATION AND USE OF EQUIPMENT. Lessee shall keep the equipment at the location designated In the-Lease;-unless Lessor, ln:wrRhg, permits I 

its removal, The Equipment shall be used solely In the. conduct of Lessee's busins?,., Lessee shalf,no!fyLeesor Ifequipment is used-for.transpofUvg or' . ' 

storing product considered hazardous materlal:.+see warran@ that'Equipnieiit fs leased for commercia! O ~ . b U S ~ ~ ~ S S ~ p U ~ S ~ S  ana noPfor. mnsypr,. ; .. 

12. SURRUUDER OFEQUlPMENT..At .the axpiratibn of.the t e h  df.t~is.le;ise,.ori-.upon demand by t R s s ~ r ~ ~ ~ s S w a n t i . ~ . ~ ~ a ~ g ~ p h ~ ' l S . ~ f  this. Lease ofifti :: 

the event of an option price pursuant to paragraph 8 of thls Lease, Lessee at its expense shall return .the Equipment in proper working order; condition. :- . .. 
, . and repair. by delivering it packed. a d  ready: for s,hiprnent to ax spebify,WARNINB: FAILU.RE TO. . . , 

..... . . . . .  , .  . I _ ' . , , . . . . . . . - ' .  , .:. 

I .  . .  . . .  . .  
. 

ipment leased shell be .in ;the amount. designated In the,sch&uie of . ' . 

' ' 

I 

. ' 

. .  . . .  . .  . . .  security deposit may be commingled wlth Lessor's other funds. .. , 

.. I 

. . ,  , 

'' 

. , :  :,.- . . . ,  . , . . . . . .  . . personal, home or family purposes. . . . . .  . . , I .  , ,... . ~. ..: . .  , 

. RETUR& THE'EQUIPMENT MAY RESULT IN,'CRIMINA&'PR HARGES,,ON A MONTH TO MONTH''. 
'. 'I BASIS; UNTlt'THE EQUIPMENTIS REeOVERED BY LESSOR:' . . . . .  

13. NOTICES. Servlces of all notices under thls agreement shall be sufficient if glven personally ormalled to Lessor at ,3455 S. 344th Mlay,.Suite 300, 
. .... . .Fedewi.Way; WA 98001, or P.O. Box.4568, Federal .Way;:WA 98063;or toCessee at Lessee's address setfaflh:abov.e'or at such-other addrewas a' 

patty-may:provlde in writing from t h e  to time.~Any.notlces.required.by this.Lease.shall.be.deem~d to be deliuared:when a record properly directed to the .. 
. 
' 

. .  .. 
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intended recipient has been (a) deposited wlfh the US Post4 Service, (b) transmltted by facslmlle, (c) transmitted through the Internet, or (d) has been 
personally dellvered. 
14. LIABILITY AND INDEMNITY; LOSS AND DAMAGE. Lessee shall indemnify and hold Lessor herrniess from liability expense of every kind or nature 
from whatever cause, including, but not limited to, the liability arising under any statute, ordinance or regulation in connection with the use of the Equipment 
and from all liability on account of any claim for personal injury, death, or property damage to any person or party whatsoever, incllldlng Lessee, arlsing out 
of the manufacture. selectlon, operation, use, rnalntenanee, or delivery of the Equipment. Such indemnification shall surviva the explratlon, cancellation,.or 
terrnlnation of this Lease. Lessee hereby assumes and shall bear the entire risk of loss and damage to the Equipment from any cause whatsoever, 
regardless of whether the loss Is Insured In the event of loss or damage to the Equipment, or to any paH thereof, Lessee, at the option of the Lessor, shall 
(a) Replace the same In good condltJon, repair and working order; or (b) Replace, the same, with Ilk6 property of the same or grea!ec value provided, 
however, at Lessee's option, the remaining obligation under this Lease can be saflsfied by the payment of the rernalnrng unpaid lease payments and the 
estimated value of the Equipment at the expiratlon of this Lease, and other amounts due under the Lease, less the net amount of the recovery, If any,, 
actuallyreceived by Lessor from Insurance or otfierwise for such loss or dapage. Except as expressly provided in this paragraph, totai or partial destructian 
of any of the Eqlripment or total or paNal loss of use or possession thereof to Lessee shall not release or relleve Lessee from the duty to pay the lease 
payments herein provided. 
15. INSURANCE. Lessee, at its own expense, shall keep ths Equlpmen ' the full t e n  of this Lease and any renewals 
the full insurable value tiiereof against Ej(r  iisks'of loss or damage, and other risks In such amounts as Lessor may 
insurance, with limits not less th'an $500,000 unless lessor speclfies an inoreased'amount due to the equipment location or use o 
and property damage) combined single limit. Provided, however, in those Instances where Lessee Is leaslng the Equipment defined by Lessor as "mobile 
Equipment," Lessee shall procure and maintaln, for the full lease term, all risk physic$ damage insurance as opposed to insurance against flre and theft, 
with extended or combined coverage. All ihsurance pollcies must provtde that no'cancellation shall be effective without thirty (30) days' prior written notice 
to Lessor. Lessee shall deliver to Lessor the policies or evidence of insurance with a standard form of endorsement attached thereto showing Lessor to be 
named as an additional insured, together with receipts for the premiums thereunder. Lessee shall, at the request of Lessor, name as Loss Payee such 
party who may have a security interest m the Equipment. Lessee agrees that any dispute regardlng insurance charges will be deisrmlned by arbitration 
conducted under the rules of the Amerioan Arbitration Associa!ion In Seattle, Washington. 
16: LESSEE'S FAILURE TO PAY TAXES, INSURANCE, MC. Should Lessee fail make any payment or do any act as herein provided, then Lessor 
shall have the right, but not the obllg,atioo,witho~~notlcs to or demand upon Lessee,-qd wlthout releaslng;Lessee.from. any.obligation hereunder, to make 

'or d.o.the same and: to pay, purchaoe,: contest, or cbrnpromise any encpmbrance, charge,or lien whicfi.in the..jud@tent.of Lessor.appears'tb affect tbe . . 
Equipriient, and in exerclsing su*rigfits,- hcu i  Bny liability and expend'whatever amounts In Its ab.sqlute discretlon it. may.deein*rie@ssa* therefore: . . . .  
Should'Lessee fall to provide Lessorrthe policies or evidence of insurance .described herein, ,Lessor.shall have ,the ,right, but not the.obligation, to .se.cure : '< 

'' insumnc$ on' the Equlprrlent'?n $,uch ' fdrm and 8mount.as 'essoi deem.$ ieas6na8e io protect Lessor's interests. 'Lessee:understands that; if Lessor 
secures'iinsurance on the Equipment the insurance rnay'nd nhme Lessee as an'msured and may not fully. protect Lessee's. lnterqsts. Lessee agrees that, if .: 
Lessor secures insurance on the Equipment, Lessee will pay an Insurance charge that may be substantially higher than the premium4hat.Lessee. would : 

-pay if Lessee-. placed sald insurance Independently. Lesser agrees'that, in addltlon to the premlurn,-the insurance charge Sessee .is requlred to pay . 
. hossor-wlll Include an interestcharge,:adminisrratlve:and pracess!ng-fees,~wh~cli.!wllr, result In..proftt to :Lessor and It &e.nts. All sums so..lncuned :, .. 
,or eT@,ended by Lessor vhsil be wlthout dematid lmmedatejy pue and ,payable,by Less_ee, and shall ,bear:in+rest a t  eighteen. percent (18%),per annum If, I 

not prphlbitg, by iaw,,oth'enrvise at'th8highestlawkrl.confracf rate:The ,partleg agree $-iatariy'??m, dispute, Gr controversy regarding instiranbe .or'any fee ' . . 
charged .by SeCured:Party @r,secbring.insurance or for any d$.er a&n @ken .by-SecurdParty under thi6,Agreemant will,. upon demand by either. party, .. 
be submitted to: binding arbitr;?tion'condi,@ed @y the..Amerl~n.Arbi!rietion AssoclaUou in S&'dle, Washington; provided however, 'such agreement ,does not ..: ... 

.aufhorize ,class arb1trati.F or entile any p,a.jty to brinqthird partie$ or other.dai- Into the arbitration,ppceeding, This agreement.to.arbitrate. certain claims . : 
does not limit the right ofany.parly tocommence or'continue any IegalEtctisnwith'respect to other claims arfsing.underthis Agreement' . . . . . . . . . . . .  

17,'AUTHORfWTO SIGN. If Lessee is:'a Limited.Liablilty Company ("LLC"j, pa+&hIp or corpor&m;.thi person signing the Lease. on.behalf o fwch  
' CLC! p,qrthership 'or corporation ,hereby wgrrants ,hat;(s)he has fuil ,$+thor$y. frem- the ,UC, partnership or.corpomtlon to sign thts Lease.and. obl1gate:the. ' 

. . .  . . .  . . ,  . . .  . .  
. . . . . . .  . .  . . . . . . . . . .  . , . .  

. .  
. . ,  

. .  . .  ' . ' LLC; paitneshlp or corporafioni . ., . .  
. .  . ,  

. 18. DEFAULT REMEDIES. ' ' 

. . .  . . .  . . . . . . . . .  . I  . - . 
a) An event of default shall occur if 

' , -.. (.I) Lessee fails tij pairany Lease.iii,&itment and suchja 

:: . . ;  ' . . %  . : ; .I ., 

. '. . , . ', .. (3)., Lessee or any.guarantor. has madqany misieadlng.or: 

. . . . . . . .  . . .  (2): Lessee shall faiI,to perfon'n or obse&e any'*enabt,. continues ,un{ured for,?fte,en i75j days: . '  , . .  . : , .  . 
r- and . .  kh:failure! :' . ' .. ' I  

. . . .  
sentation in~conniction~wittr application for & r f o m a n ~  0f:thisl.i:. . . . .  , 

I 
. . .  . .  becomes subjected to-a'suit for'the appoinhent of a % ~ i j e r ,  or.an$action is taken for the dissolutlon.of Lessee, If. kessee:be:a.qrporation::. ,.:- . . . . .  

(5) lfthe Equlpment is seiied oc.levied'upon,qnder anylegal or:governmental.process; . . . .  , .. . . . . .  , :' . .  . . . . .  

. .  . .  . .  
Lease;, 

(4),.Lessee or any guarantor becomes insolvent or Is the subject of a petition in bankruptcy or under.Fy other insolvency law or law providing for 
:., relief of debtors,' elthet: volht&ry 'or jnvoiuritary; or 'maKes'Vn &ignmenf'for'the benefit.. of creditom; or is namedid.-ln,-.or..the Equlpmerk:. ' '.I -. . . .  

. . , 

. .  . . .  . .  . ,  . .  . .  
'. , 

. ,: . . . .  (6 ) .  Lessee attempts to remove, sell,.vansfty! encumbgr,. part with p~s.essi~.o or sub13 the. Equipment orany item fhereof.without flrstobtalning 

(7); Lese$  orany.ggoarantor &fa&s;in.the' performance of ani. obll~atlgnh&id tb Lessor under theprovislons- of any.other agreement with the . . .  
, .  ' .  . .  . , ' :' Lessor'sconsent; ' '. : . . . . . . . . . . . .  . . .  

, , .  
. . .  

.. 
. . . . .  . . .  . . .  . . . .  Lessor. . . .  , I . .  . . .  . .  -. .' . . .  

, . ,. 

. . . .  b) YpqqWe occurren y 008. or..more.df thefpll : . . :  . ' .  
. .' . , .  (1) ..To.deci.arethe hereunder to be-lmmedl 

. . . . .  (2). Cause Lessee, .at Lessee's expen ment.to Lessor, .'dl without 
, .  . ,  . ' ellDw LessoP.to enteb infd the  rem ake possession of'or.remo 

. . .  
. I  , . . . _  -- .  . . .  ' ( i )  - Retain- the Equipment and all lease payments.mada.hereundt%, or. '. . . .  . . . . . .  ' 

:. ," . . '  (ii) Retain all:prlgr lease"payments,and sell the .Equipment aQ.pLlbllc~acprivate sale, with or wlthout notice to  Lessee. Th@sale,prlce, less. .. 
. . .  ..I .. 10% 'to cover Lessor's Internal costs,. wlll be credited against. the .remalnlng unpaid lease payments,' unpald.lete .oha~gesi.estlmated;. 

value of Equipment at the expiration of the lease term, charges for retaking, storage, repalring and reselling the Equipment, reasonable . 
attorney's fees Incurred by Lessor and other amounts due under the Lease in such order as Lessor in its sole dlscretion shall 
determine. Lessee:shall remain liable for the deflclency and any surplus remaining after such appiication.of proceeds of sale shall be 

. . . . .  
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paid to whosoever may be lawfully entitled to receive the same: or 
(iii) Retain the Equipment and all prior payments, with Lessee remaining iiable for the unpaid lease payments, unpaid late charges, charges 

for retaking and restoring Equipment to proper order and worklng condition, reasonable attorney's fees Incurred by Lessor, together 
with other amounts due under the Lease; or 

(iv) Lease the Equlpment,cor any portion thereof, for such period, rental, and to such persons as Lessor shall select, and credit Lessee,with 
an amount equal to Lessor's capital cost of this new lease, less ten percent (10%) after deciaring ali costs and expenses.incurred,in 
connection with the recovery, repair, storage and leasing of the Equipment against obligations due from Lessee to Lessor hereunder, 
wkh Lessee remainkfg responslbfe for any deficiency. It Is agreed that the amounts to be retained by Lessor and the balance to,be paid 
by Lessee under this paragraph (2) shall not be a penalty but shall be as and for liquidated damages 
as reasonable return fortheiuse of the Equipment and for the depreciation thereof 

) No remedy hereon conferred upon or reserved to Lessor IS intended to be exclusive of any other remedy he 
be cumulative and in addjtiotl to every other remedy available to Lessor The forbearance on the part of Lessor to 
remedy available hereunder In the event of Lessee's default, or Lessor's fallure to demand punctual performance or an 
shaii not be deemed a walver (A) of any such right or remedy, or (a) the requirement of punctual performance, or ( 
breach or default on the part oELessee. 

19. ATTORNW'S FEES AND EXPENSE. In theevent Lessor Is required to retah an attorney to assist in the enforcement of Its rights under this Lease, It 
shaii be, entitled to a reasonable attorney's fee, however incurred, in addltion to costs and necessary*disbu%sernents, whether o 
necessary, Including fees incurred qn appeal or In connection with a bankruptcy proceeding. 
20. OPERATION, MAINTENANCE AND REPAIR. Lessar sha(1 not be obligated to install, erect, test, adjust, service or make repairs or replacements to the 
Equipment. Lessee shall bear th8 expense of all necessary repairs, maintenance, operation, and replacements required to be made to maintain the 
Equipment in proper worklng condition, using as a guide the maintenance program descrlbed In the owner's manual, If any, for each Item d Equipment and 
shall perform all maintenance required to insure full validation of a manufacturer's warranty on the Equipment. Lessee shall c all laws and 
regulations relatlng to ownership, possession, operation, use and maintenance of the Eauipment No Equipment shall be used con intended use, 
or the provbions of any insurance poilcy covering the Equipment. 
21. TAXES. Lessee shall pay and dlscharge ali sales, use, property and other taxes now or hereafter imposed by any taxing authority upon the Equipment 
based upon the ownership, leasfng, renting, sale, possession or use thereof, whether the 
penalties or interest in connection therewith, and will submit written wIdence.of the payment 
shall be due at the same time as the rqntal payment For those property taxes required to be 

I in the possession of Lessee for pu?poses of tax assessments. A processing fee of the greate 
managing the payment of any taxes which are the responsibility of Lessee. Upon termination of the Lease: Lessee will pay Lessor personai property taxes, 
reasonably estimated, for ev&y year assessed by the taxing authotlty but unpaid as of termination. In the event that the actuai perspnal property tax bill is 
wlhin $500 of such esbmate, then Lessor shall not seek reimbursement from Lessee foy any underpayment, and Lessor may retain any 
difft3rence between suchptlrnate end.ge aotual tgq bill exceeds $500, Les 
22. LESSOR'S ASSIGNMENT. Lessor may assign all or any of Lessor's other rights hereunder. After such assignmeat: Lessee waives any right Lessee 
may have to claim or assert any defenses, setoffs or counterclaims against assignee of Lessor. Lessee will settle all claims arising out of alleged breach of 
warranties, defenses, setoffs and coltnterclaims It may have against Lessor directly with Lessor arid not set up any such against LessDr's assignee. An 
assignee of Lessor shall not be obligated to peeom any of Lessor'sobiigatlons under this Lease. Lessee, on receiving notlce of any such asslgnment, shall 
abide thereby and make payment as may therein be directed. Following Such asslgnment, solely for the purpose of determining assignee's rights 
hereunder, the term "Lessor" shali be deemed to include or Mer to Lessor's asslgnee. Lessee acknowledges that the Equipment may be subject to a 
security interest which is prior to Lessee's Interest in the Equipment. 
23 TITLE; LESSEE'S INTEREST; GRANT OF SECURITY INTEREST. The Equipment is, and shall remain. the property of Lessor, and Lessee shall have 
no right, titie or interest therein or thereto except as expressiy set forth In this Lease. The Equlpment is, and shall at all time be and remain, personal 
property notwithstanding that the Equipment or any part thereof may now be, or hereafter become, In any manner affixed or attached to real property. 
Lessee shall keep the equipment free of any liens, claims or encumbrances other than those in favor of Lessor. Lessee shall obtain the necessary 
permission from the Owner of any real property where the Equipment is to be aftixed to the realty or be deemed a fixture In order that the Equipment shall at 
all times be sevekbie and removable there from by Lessor, free of any right, title, claim or interest of the property owner and of Lessee except as herein 
provided. In additlon to all of the other rights of Lessor under this Lease, Lessee grants to Lessor a security Interest in and to the Leased Property and ail 
proceeds thereof (inciudfng Insurance proceeds) as security for performance of all of Lessee's obllgabons to Lessor of every kind and nature, now existing 
or hereafter arising, including, but not llrnited to, Lessee's oQllgatlons under this Lease and under any other agreement with Lassor. 
24. LIMITED PREARRANGED AMENDMENTS; AUTHORIZATION; SPECIFIC POWER Of ATTORNEY. In the event it is necessaty to amend this Lease 
to correct an obvious error or to- reflect a change in one or more of the following: (a) Lessor's actual cost of procuring the Equipment, or (b) Lessor's actual 
cost of providing fhe equipment to Lessee. or (0) a change in rental payments as a result of (a) or (b) above or (d) descrlptlon of the Equipment, Lessee 
agrees that any such amendment shall be described in a letter from Ilessor to Lessee, this Lease shall oe deemed amended and svchamendmants shd: 
be Incorporated in this Lease herein as if originally set forth. Lessee further grants to Lessor a specific power of attorney for Lessor to sign 
negotiate for Lessor's benefit any instrument representing proceeds from any poiicy of insurance covering the Equipment. 
25. FINANCIAL STATEMENTS; CREW REPORTS. Lessor may require from tIme to time, and Lessee agrees to furnish, statements sett 
flnancial condition and operations of Lessee. Lessee authorlzqs Lessor, Its succeswrs, assigns and prospective assigns, to obtal0 a personal 
on Lessee or any guarantor from any credit reporting company. 

hail refund or Lessee shall remit the entire difference. 

. 

reieaslng, waiving, or Impairing any right granted to Lessor agatnst the others. Lessees and each of them are Jorntlyand severally responsible and liable to 
Lessor under thls Lease. If Lessot' is required by law to discount any unpaid lease payment or other sums payable by Lessee hereunder, then the parties 
hereto agree that the dlscount'rate used shall be five percent (5%) anntcatly. I f  any provlsion of this lease IS contrary to, prohibited by; or held invalid under 
applicable laws or regulations or any jurisdiction in which it is sought to be enfoiced, then such provision shall be considered severable and Inapplicable, 
but shall not invalidate the remaining provisions of this Lease 
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GUARANTEE 
To induce. Lessor to enter into a Lease with or otherwise extend financial accommodations to MONTUUMA. RIMROCK WATER' COMPANY LLC 

. . . . . .  , . . ,  . 

. .  

X (NoTitle) X (No Title) 

, .  ... : . Social Security # . . .  ': . . . . .  . , .. . . .  . . .  . . . . . .  . . . .  . . .  . . . . . . . . . . . . .  . . . . . . . . .  . . .  , .  . . :  . . . . . . . .  
> .  . .  , . . . .  

. . . . . . .  . . . . .  . .  . .  . . . .  
. .  

Date - : . 
- . > .  

Social. Security # . .  Date .  . -,,.. 
. , .  . . .  . . 3 , .  _-.._ - I .  , 

. . . .  . ;  

, - .:. , : . :. . . . . .  

. . . . . . . . . . .  . ... . . . . . . . .  . .  ..y; ~ : . .  ' V  . , . . , , .  , , .  , .  . .  . . .  . . . . .  
. . . . . . .  . . . . . .  . . .  . . . . . .  . .  

. .  

. .  
. .  

. .  
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EXHIBIT 3 
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EXHIBIT 4 
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!3UlPM~DESC?KlFFlt3W(Attach separate Equrpment List Wneeded). . new;. ---: a used.--~:-'-!~--5;. ........ ..+ . -L-. . . _. .i . 
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. .  ............................. ....... e.. . .".., . . . . . . . . . .  ......................... . .  
. . . . . . . . .  . . .  . . . .  . .  

. .  SEE €QLW?ME.e UST . .  

. . . .  . . . . . .  . .  
. .  . .  .. 
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F INANCIRL PRClF IC@ 
L E  A S  I N G ,  L i C 

March 22,2013 

John E. Dougherty 
PO BOX 501 
Rimrock, AZ 86335 

Re: Docket No. W-04254A-11-0323 / Montezuma Rimrock Water Company, LLC 

Mr. Dougherty, 

Enclosed is the complete lease agreement for contract number 001-0796680-001. Please note the 
verbiage on our UCC states the agreement was dated April 3,2012, however this is the date the 
agreement was booked. As you can see on page 5 of the agreement, the lease was actually dated March 
22,2012. The front page of the agreement has a typed date of 4/2/12. It is our policy to use the date 
on the confirm call to fill in any date fields left blank a t  the time of signing. I have included a copy of the 
confirm call for your reference. 

The enclosed lease agreement is the only lease agreement we have on file for Montezuma Rimrock 
Water Company. The agreement you provided with a typed date of 5/2/2012 appears to be an 
unauthorized modified version of the original. We did not type the date of 5/2/2012 on this agreement. 
The lease you sent me is also missing page 5 of the agreement. 

I have also included one email and attachment that was sent to Patricia regarding the insurance 
requirements. 

Dawn Pearce 
Legal Department 

dpearce@finpac.com 
253-568-6141 

mailto:dpearce@finpac.com

